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April 12, 1996

The Honorable Reed E. Hundt
Chainnan, Federal Communications Commission
1919 M Street, NW
Room 814
Washington, DC 20554

Dear Chairman Hundt:

SUite 1020
Washington. D.C. 20005
Office 2021326-3838

Blry R. Lytle
Vice President
Federal Relations

On March 25, 1996, Ameriteeh sent notice to certain LECs to terminate existing Extended Area
Service (EAS) compensation arrangements and to open negotiations to establish new compensation
arrangements under section 251 and 252 of the Telecommunications Act of 1996 ("the Act"). A
sample notice letter is attached.

Recently you may have received a copy ofa letter circulated by Richard J. Metzger, General
Counsel ofthe Association for Local Telecommunications Services ("ALTS", see attached ALTS
letter). ALTS has mischaracterized Ameritech's intentions and has offered a twisted and obviously
inaccurate interpretation of the Act in its recent letter. In summary, ALTS is complaining because
Ameritech is attempting to reach nondiscriminatory reciprocal compensation arrangements with all
LECs which include compensation for the cost of terminating traffic. Ameritech is responding
because ALTS' assertions only serve to cloud the understanding ofthe business activities that face
the industry and regulatory agencies as they implement the competitive framework envisioned by
the Act.

Ameritech Is Negotiating Reciprocal Compensation For Local Traffic With All Carriers

Consistent with the Act, Ameritech plans to negotiate compensatory local reciprocal compensation
arrangements under section 251 and 252 of the Act with all local exchange carriers including new
entrants. 1 To satisfy concerns about equal treatment, ALTS members and any other carrier will be
able to see the results of such completed negotiations as they are filed with state commissions for
approval under section 252 (a) and (e). ALTS claim that Ameritech would "hide the arrangements
from the Commission's jurisdiction" is baseless since any negotiated agreements under the Act will
be filed with the state commissions.

Ameritech is terminating existing EAS compensation arrangements which are based on
unmeasured "bill and keep" because such arrangements may not always be compensatory and no
longer comport with the competitive environment established under the Act.2 In a competitive
environment, customers will change providers, traffic flows will change, and adjacent carriers,
which formerly did not compete for customers, have the opportunity to compete alone or in
combination with other providers. This new environment calls for a migration away from the

I Section 251 (b) (5) of the Act establishes "The duty to establish reciprocal compensation arrangements
for the transport and termination of telecommunications."
2~ J!§Q In the Matter of Interconnc;:ction Between Local Exchan&e Carriers and Commercial Mobile
Radio Service Providers, CC Docket No. 95-185, Comments of Ameritech, Statement ofKenneth Gordon.



vestige of yesterday's regulatory environment (BAS bill and keep) towards the negotiated
reciprocal compensation principles established in the Act. 3 Just as other aspects of the old
monopoly environment must change to facilitate the introduction of competition, so too must LEC
local compensation arrangements be modified in order to reflect the true cost ofproviding service.
ALTS simply wishes to gain a free ride that could occur if it can convince regulators to mandate
biIJ and keep in a competitive environment. The result, if traffic flows and costs between
competitors are not equal, may be to force the customers of the incumbent LEC to subsidize the
operations of the entrant. In a competitive environment, this simply is not good economics.

ALTS Misinterprets The Act And Omits Critical Language Regarding Agreements Negotiated
Under The Act

Contrary to ALTS' argument, there is no general obligation under the Act to file pre-Act
interconnection agreements for approval by the state commission. The bankruptcy of ALTS'
argument is demonstrated by its curious omission of the language of section 252 (a). Section 252
(a) of the Act provides:

Upon receiving a request for interconnection, services, or network elements pursuant to
section 251, an incumbent local exchange carrier may negotiate and enter into a binding
agreement with the requesting telecommunications carrier or carriers without regard to the
standards set forth in subsections (b) and (c) of section 251. The agreement shan include a
detailed schedule of itemized charges for interconnection and each service or network
element included in the agreement. The agreement including any interconnection
agreement negotiated before the enactment of the Telecommunications Act of 1996, shall
be submitted to the State commission under subsection (e) of this section.

By deleting the first three words of the last sentence of the section (underlined above), ALTS has
totany altered the meaning of the Act. The language of the entire section clearly creates a voluntary
procedure in which parties "may negotiate and enter into a binding agreement."

This identical argument was pressed on the Michigan Public Service Commission (MPSC) by
AT&T who petitioned the MPSC for an order requiring the production and approval of pre-Act
incumbent LEC arrangements. Earlier this week, the MPSC expressly rejected AT&Ts request. In
denying AT&T's petition, the MPSC concluded:

"Further, the Act neither provides for a third party to petition for the commencement ofa
proceeding to force a LEC to comply with the Act, nor does the Act explicitly authorize a
state commission to authorize such a proceeding" (Order attached).

3 Ameritech is responding to the Act's clear mandate that interconnection be provided pursuant to
reciprocal compensation arrangements in accordance with the requirements of Section 252 (d). See
Section 252 (c) (2) of the Act. Section 252 (d) (2) makes clear that an incumbent LEe's reciprocal
compensation arrangements must "provide for the mutual and reciprocal recovery of costs associated with
the transport and tennination on each carrier's network facilities of calls that originate on the network
facilities of the other carrier...".
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To conclude, AmeriteCh plans to negotiate with both competing carriers and incumbent LECs to
achieve the compensatory and nondiscriminatory principles of reciprocal compensation under the
Act. Completed negotiated agreements will be filed with the state commissions for approval.

I would be happy to discuss this matter with you at your convenience.

Sincerely,

Attachments

cc: Commissioner Chong
Commissioner Ness
Commissioner Quello
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M.-ch 25, 1996

Dear

Ameri..ch h.. determined !hit the ..-ntfy enacted Telecommunications At:.t of
1916 (the •Act") requires ctw•• to our amangements with cOl"ii"MtCting carriers.
SpeciftC8lty. the Extended Area Service ("EASM) compensation arrangements
between our companies relating to the exchange of local traffic are not consistent
with the Act.

Therefore, by this tetter the Ameritech Operating ComP,anies heMby notify you that
they .. exercising thatrco~1 right to terminate the existing !AS compensation
a,.,....".m between our two OOMpIInies. This termination affectI the
~on arrangement only; it is not our intent to discontinue the exchange of
tnlffte between our two comp8nies.

In addIton. pUtluant to Sec:tiona 251 and 252 of the Act, the Ameritech Operating
eampanles ..-quest that we begin nagotiations in order to conform all of our
intelcorii'IeCtion arrangements to the proviaions of the Act. As a first step, we must
move quickly to eatablilh a new reciprocal compensation arrangement for the
termination of local traffic.

PIuIe eIIl me at (847)2-48-3320 at your nrtiest convenience. I PropoM that we
begin "'Ioti8tionl no I8ter than the week of April 8. so that we may mutually
compaete..task ahead as soon as is praetieabte.

~;.,
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LTS
April 1, 1996

Honorable Craig A. Glazer
Ch&irmaD. Ohio Public Utilities Commission
180 East Broad Street
Co)ombus, OR 43215-3793

Dear Chairman Glazer:

The recently enacted TelecommunicatiODS Act of 1996 requiIes incumbent local
exchange carriers ("UCsIt) to submit their interconnection llfeelDents u they existed on
February 8, 1996, for state review and approval <Ill Section 252(IX1)~ any
" ... interconnection agreement nel0ti.ted before dle date of enacunent of the
Telecommunications Act of 1996. sbln be suhJpipcd to the State commission under
subsection (e) of this section;" emphasis supplied). Once such nqotiated asreements are
approved by a state pursuant to Section 252(eX2)(A), ILECs must make them available to
other requesting carriers (Section 2S2(i»).

Despite this clear statutory requirement. we understmd that Ameriteeh bas not yet
submitted to you any of its existing interconnec:tiOll qreements for approval, and, in fact,
is now attempting to CG'icl some of its most important cxist:ina Imnsements <a= the
attached letter dated March 2S, 1996, from Mr. Michael Robb, Viu President of the
Ameritech business unit responsible for dealing with independent telephone companies).
Ameritech apparently seeks to terminate its existiDa £AS agreements with independent
telephone companies ("ITCs") because: If ••• the ExteDded Area Service ('£AS')
compCDS8tion arrangements between our com.pIDies re1a:bDg to the exch.aqe of local
traflic are not consistent with the Act ... Therefore., by this letter the Ameritech Operating
Companies hereby notify you that they are excreisiq their coattlCtUll right to terminate
the existing EAS compensation amngement between our two companies ... I propose that
we begin negotiations no later than the week of April 8, so that we may mutually
complete the task ahead as soon as is practicable. If

Putting aside for the moment whether Ameritech em lepUy terminate £AS
8JTU1gements imposed by Commission order. it is manifest that Ameriteeh is rushing to
cancel its existing EAS arrangements in order to bide them from the Commission's
jurisdiction - and from Ameritechls potenti~ local competitors - not to cure any
perceived "inconsistency" with the Act. If there were any question whether existing EAS



HOD. Crail A. Glazer
April 1. 1996
'qe2

~ lI'fIDICIDeIlts or my other form of iDtercoDDec:tion ..-ments violate the Aetrt'.ut issue
should be settled by the Commission actiDa in I public docket. rather than being left to
secret dalinp amoas cxistiDa aoa.opoly providers. IfAmeritee.h's professeel concerns
are leaitimate, they should be ele to withstand the liaht of day. And if they arc not., all
die more reasol1 for the CommjssiOll to aet viaorously to protect its statutory role of
reviewing existing interCODDeCtion IITIDpments.

On behalf of1he competitive localexchaDae iDdusuy, including the members of
ALTS which wish to compete for local customers c:mreDtly served only by Ameritee:h, I
\IfIc che Commission to proteCt its statutory rolc, as well IS the public's interest in
viaorous competition. by orcIeriD. that Ameritedl comply with the Act In lipt of
Ameritech's stated intentioD of completiq iu plalmed cancellations "as SOOI1 as possible,"
I respectfully ask that the Commission direct Ameriteeh to file all its interconnection
.eements as they existed on Febnwy 8, 1996. including all its £AS arrangements.
within ten days of its order, and prohibit any further actioD by .-\meritech concerning
these agreeements UDtil the CommiJsion completes its SectioD 252(e) review process.

I would~ happy to discuss this matter with you at your convenience.

Best regards,

cc. All CommissioDers
Counsel for Ameri=h
NARUC Subcommittee 011 Communications
Feclera1 CommUDications Commission
United States Department of Justice


